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Subject: Testimony on BILL 16, CD2, ED1 - EXECUTIVE CAPITAL BUDGET

To: ChairTodd Apo andMembersoftheCity Council ‘p

Hearing: 10:00 a.m. Wednesday,June10,2009 2
City Council Chamber,City Hall
530 S. King Street

*

Honolulu,Hawaii 96813 5

ChairApo andhonorablemembers:Pleaseacceptthis testimonysupportingonly Version“A” of
Bill 16, CD2, FD1. My commentsconcerna singleitem, Project2007005,the“Honolulu High
CapacityTransitProject.” Dueto its cost,theotherversionsofBill 16 will requireissuanceof
generalobligationbonds. With no systemfarebox revenuesbefore2014at theearliest,and
uncertaintyconcerningfuturereceiptoffederal funds,debt serviceis likely to bring about
anothernear-termincreasein propertytaxes. How canthis council eventhink aboutfunding the

transitprojectwith a total fiscal year(FY) 2010allocationof$1.077billion with thecity facinga
$50 million shortfall andthestatein themidstofarecession?

Statetaxpayersarethesamepeople(including governmentemployeeswho mayhaveto agreeto
furloughdays)who will seethecity raisetheir propertytaxesto meetinterestpaymentson the

bonds. FormergovernorBen Cayetanohasalreadysupportedraiding thetransit fundto reduce
thestate’sdebt. I do not supportthat—andremainunhappyaboutthestate“raking off’ ten
percentofthe surchargefor thegeneralfund—butthemoreinflexible this councilis on transit,

themorelikely weareto see“unpleasantsurprises”in thefuture.

You arewell awareofwhat I believearethesuperioroperatingcapabilitiesoftheHSSTurban

magneticlevitation (mag-lev)systembut, sincethis is aboutthebudget,I will limit my
testimonyto costs. Severalrail supportershaveadvisedmethat theyarewilling to seeall transit
funding for FY 2010eliminatedin an effort to get theprojectdonecorrectly. I amnot prepared

to join theirranksbecauseI still want to seesomeprogressandamwilling to acceptsome“pump
priming” asameansto boosttheeconomy;however,you mustaddressthecost shortfall
realistically. If this meansdelayingthemajorportionofthetransitprojectfor a year, it could
resultin aconsiderableeconomicbenefit. If you readmy commentson theEnvironmental
Impact Statement(EIS), you areawarethat I amnot satisfiedwith thework doneby thecity’s

contractors,who apparentlyactedunderordersto justify whatthe administrationwanted,
Perhapsamoreeven-handedapproachcanbemadeby thepersonnelto beaddedto the
DepartmentofTransportationServicesundertheprovisionsofBill 15.
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If theEIS is rewrittenfor a full evaluationandthetechnologycompetitionis re-openedto all
qualifiedrail producers—andeithera conventionalmonorailor mag-levsystemis chosen—the
constructionallocationcanbedrasticallyreduced.Basedon EIS data,yearof expenditure
dollarsfor theguidewaywork out to about$133 million permile for a steelwheelon steelrail
(SWSR)system,comparedto lessthan$105million for theHSST(basedon conservative
suppliersavingsestimates).Thefirst guidcwaysegmentof6.5 miles would costabout
$864,500,000for SWSR,overaconstructionperiodofperhapsfive years,but only

$682,500,000for theHSST,asavingsof $182million, with savingsof$570million for the20-
mile minimumoperablesegmentandtotal savingsofmorethan$840million if thealignment
eventuallyreaches30 miles. TheCity Council cannotrealisticallyignoresuchcostssavings.

Thecity rushedto releasethreeproject-relatedRequestsfor Proposals(RFPs),and intendsto

placeone undercontractbeforetheend ofthis (calendar)year,primarily to getconstructionof a
guideway—obviouslyplannedfor SWSR—underwaybeforethefinancialimpactof sucha
systembecomesapparentto taxpayers.Ratherthanevenconsiderthepossibilityofsaving
moneythecity, in fact,added$500,000to thebudget(from theamount in thefirst RFP),making
theguidewayconstructioncontractlosers’ stipendatotal of$1,500,000. Thatmoneywill be
expendedin FY 2010if thecity’s constructioncontractis awardedon its plannedschedule;
guessfrom whosepocketsthosefundswill come.

I wonderhow manyof you havereadall 2,130pagesofthedraft EIS orthe 1,389pagesof
commentson theEIS—asI have. Commentsrecentlyreleasedon theEIS indicatemany
organizationsandindividualsnot only opposingSWSRasthesystemtechnologybutquestioning
the(lackof a)processfor evaluatingotherqualifiedfixed-rail systems.TheRFPsalready
releasedlong beforetheEIS goesfinal seemto violateFederalTransitAdministration(FTA)
guidelinesthat state,accordingto theAmericanPlanningAssociationHawaii Chapter(APAHI):
“FTA doesnot want cities to tie theirhandsto onevendorandtechnologybeforethe

environmentalimpactsof that technologyhavebeenfully exploredin an EIS. Therisksoffirst
selectingavendorandtechnologyare: (a) someoftheenvironmentalimpactsof that technology
maynotbe publiclydisclosedduring theplanningstage;and (b) it maynot be possibleto
mitigatetheadverseimpactsofthat technology.” This EIS is ajustification—notan evaluation.

I haveaskedbeforewhy CouncilmanGaryOkino, who is an APAHI member,is so opposedto
an opentechnologycompetition. If steelon steelis best,Mr. Okino hasnothingto fear.

This council canstartexertingits influenceon thetransit projectby alsoresurrectingBill 31, for
a“singlemastercontractor”and for no expenditureof city fundsuntil aFull FundingGrant
Agreementis reachedwith FTA. Bill 31 is currently“in limbo” becauseCouncilmanOkino will

not placeit on his committee’sagenda,apparentlybelievingthat giving Hawaiiannamesto
transitstationsis moreimportantthanaddressingthecontractingprocessfor amulti-billion
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dollarproject. It is my understandingthat Bill 31 canbe broughtforwardby five membersofthe
full council; that shouldbe an item on thenextcouncil agenda.

Thecity cando its part for fiscal responsibilityby placingcurrentRFPson holdandissuingno
newRFPuntil thefinal EIS is approved—andthereis no needto “breakground”beforefederal
funds arespecificallydesignatedfor therail project. SWSRadvocatesclaimthat delayswill
resultin highercosts,but that is not necessarilytrue. Whatif laborandmaterialscostsdecrease
becauseoftherecession?Whatif non-SWSRsupplierssubmitlowerbids? Justhavingthose
systems’suppliersin thecompetitionwill forceSWSRcompaniesto submit“tighter” cost

proposals.

It is still possibleto implementthis transitprojectcorrectly,efficiently, andethically. If that
werethecaseto date,my testimonywould bedifferent. Instead,theprojecthasbeen
characterizedby theadministrationmisleadingits supporters,makingpromises(evento this
council) that wereneverplannedto bekept,implementinga(so-called)technologypanel
characterizedby oneof its membersasa“farce,” andspendingtaxpayerfundson a
“disinformation”campaigndesigned(successfully,asit turnedout) to makevotersbelievethat

“rail” meansonly SWSR. To getthis right, thefirst stepfor thebestcourseof actionwill be to
passVersion“A” of Bill 16. Mahalo andAloha.

FrankGenadio
92-1370KikahaStreet
Kapolei,HI 96707
672-9170

3


